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LORAL INTERNATIONAL CPA & ADVISOR, L.L.C.
MEMBER OF THE AMERICAN SEC PRACTICE SECTION

. MEMBER OF PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD

Main Address: 234 Hudson Ave., #2882 Albany, New York 12210
Representation office: 26318 127™ Ave, Kent, WA 98030

Independent Auditor’s Report

To: The Board of Directors
Stonebridge Securities, LLC

We have audited the accompanying balance sheets of Stonebridge Securities, LLC
(f.k.a Base Capital Securities, LLC) as of December 31, 2003 and 2002 and the
related statements of operations, changes in stockholders’ equity and cash flows for
the years ended December 31 2003 and 2002 that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used, and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

The accompanying financial statements have been prepared assuming that the
Company will continue as a going concern. As discussed in Note 1K, Going Concern,
to the financial statements, the Company has continually recorded operating losses
and raises substantial doubt about its ability to continue-as a goinig concern. The
success of the Company is dependent upon its ability to continue to have cash inflows

from new business, and/or capital commitment from its existing members.



In our opinion, the financial statements referred to above present fairly in all material
respects, except for the concerns mentioned in the above paragraph, the balance sheets
of the Company as of December 31, 2003 and 2002, and the results of its operations
and its cash flow for the year ended December 31, 2003 and 2002 in conformity with
generally accepted accounting principles generally accepted in the United States of
America. '

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedule 1 is presented for
purposes of additional analysis and is not required as part of the basic financial
statements, but is supplementary information required by Rule 17a-5 of the Securities
Exchange Act of 1934. Such information has been subjected to the auditing
procedures applies in the audit of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken
as a whole.

%VVQW@J % A /&7(/,@7—; Llc.

Loral International CPA & Advisor, LLC.
Albany, New York
February 28, 2004
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STONEBRIDGE SECURITIES LLC
(f k.a. Base Capital Securities LLC)

BALANCE SHEET
As of December 31
ASSET
2003 2002

CURRENT ASSETS

Cash and cash equivalents .3 25,579 19,802

Marketable equity securities 10,136 6,087

Accounts receivable 4,000 10,000

Prepaid expenses - 315
TOTAL CURRENT ASSETS 39,715 36,204
PROPERTY & EQUIPMENT - NET 2,615 4,703
TOTAL ASSETS ' $ 42,330 40,907
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES

Accounts payable 14,220 17,507
TOTAL CURRENT LIABILITIES 14,220 17,507
TOTAL LIABILITIES $ 14,220 17,507
SHARE CAPITAL :

Members' equity (See Statements of Changes in Firm's Equit; 28,110 23,400
TOTAL STOCKHOLDERS' EQUITY 28,110 23,400
TOTAL LIABILITIES AND TOCKHOLDERS' EQUITY § 42,330 40,907

The accompanying notes are an integral part of these statements.



STONEBRIDGE SECURITIES LLC
(f.k.a. Base Capital Securities LLC)
STATEMENTS OF OPERATIONS
For the Years ended December 31, 2003 and 2002

2003
Income
Commissions (Note 1¢) $ 12,172
Consulting (Note 1c¢) 31,500
Investment Income 385
Recovery of losses and unrealized loss on investments (Note - 3,868
Other income (Rental income) 4,015
51,940
Expenses
Professional fees 46,328
Rent 14,025
Supplies 3,903
Depreciation expenses 2,088
Travel and entertainment 13,622
Licenses and permits 1,099
Publication and promotions 100
Telephone 3,180
Parking 1,212
Other expenses 1,673
Total expenses 87,230
NET INCOME (LOSS) Before Tax (35,290)
Tax 0
NET INCOME (LOSS) $ (35,290)

The accompanying notes are an integral part of these statements.

2002

$ -
81,677
502
(2,473)

79,706

25,498
14,102
3,290
2,088
39,152
3,453
442
4,178
431
2,654
95,288
(15,582)

0

s (538
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STONEBRIDGE SECURITIES LLC
(f.k.a. Base Capital Securities LLC)

STATEMENTS OF CHANGES IN FIRM'S EQUITY

For the year ended December 31, 2003 and 2002

Balance at December 31, 2002 $ 23,400
Capital Contribution from members . 40,000
Net (loss) for the year (35,290)
Balance at December 31, 2003 $ 28,110

The accompanying notes are an integral part of these statements.



STONEBR]DGE SECURITIES LLC
(f.k.a. Base Capital Securities LLC)

STATEMENT OF CASH FLOWS

For the Year ended December 31, 2003 and 2002

2003 2002
Cash flows from operating activities:
Net income (loss) $ (35,290) (15,582)
Adjustment to reconcile net income (loss) to net cash
provided by (used in) operating activities
Depreciation 2,088 2,088
Recovery of unrealized loss on marketable equity securities (3,868) 2,473
Change in assets and liabilities s
Marketable equity securities _ (181) (126)
Accounts receivable © 6,000 (10,000)
Prepaid expenses . 315 -
Accounts payable (3,287) 17,474
Net cash provided by (used in) operating activities (34,223) (3,673)
Cash flows from investing activities: _
Purchase of equipment 0. 0
Net cash provided by (used in) investing activities ‘ 0 0
Cash flows from financing activities:
Common Shares Issued ' - 5,000
Additional Paid-In Capital 40,000 0
Net cash provided by (used in) financing activities 40,000 5,000
Net increase (decrease) in cash and cash equivalents 5,777 1,327
Cash and cash equivalents at beginning of period 19,802 18,475
Cash and cash equivalents at end of period $ 25,579 19,802

The accompanying notes are an integral part of these statements.



Stonebridge Securities LLC
Notes to Financial Statements- December 31, 2003

NOTE 1- SUMMARY OF ACCOUNTING POLICIES

A summary of significant accounting policies applied in the preparation of the
accompanying financial statements are as follows:

a) History and Business Activity

Stonebridge Securities LLC (“the Company”) is a limited liability company, which was
organized under the laws of the State of Washington on March 19, 1999 under the name
of Base Capital Securities LLC. The Company subsequently changed to its current
name on April 13, 2001. The Company is a NASD member broker dealer. The
Company’s services include: raising capital for clients through the private placement
process by placing securities with accredited investors, providing fee based financial
structure and consulting, and providing mutual funds and variable annuities to clients.
The Company is exempt from the reserve requirements under SEC Rule
15¢3-3(k)(2)(ii) since it does not handle or carry customer securities and cash.

b) The calendar year ending December 31

The company adopts December 31 as its calendar year ending date since its
incorporation.

¢) Revenue Recognition

1. Commissions income is recognized when the Company successfully raises
capital for a client. Commission percentages are generally base on contractual
agreements and range from 5% to 8% of the private placement amount raised.
Commission is also paid by the sales generated by clients with the rate of about
2%. ,

2. Revenue from consulting services is recognized when the financial services are
performed.



d) Cash and cash equivalents

The Company considers all highly liquid debt instruments purchased with a maturity of
three months or less to be cash equivalents.

The Company’s policy is to invest cash in excess of operating requirements in income
producing investments. Money market accounts are stated at lower of cost or market.

The balances as of December 31, 2003 and 2002 are $25,579 and $19,802.

¢) Marketable Equity Securities

Marketable equity securities are managed by Charles Schwab & ‘Co., Inc in trust.
Investment balancefare reported at fair value with net realized bgains or unrealized
losses, based on the lower of cost or market principle. In the past years, due to the
market downturns the firm wrote off $9,220 as unrealized losses (i.e. unrealized loss of
$2,473 in 2002 and $6,747 in 2001). In the current year, the fair market value of the
investments recovered a portion of the losses incurred in the prior years. (i.e. $3,868).
As a result, the balances as of December 31, 2003 and 2002 are $10,136 and $6,087.

f) Accounts Receivables

The Company considers receivables to be fully collectable; accordingly, no allowance
for doubtful accounts is required. If amounts became uncollectible, they will be
charged to operations when that determination is made. The balance as of December
31, 2003 represents amount due by one client. (See Note 1C, Revenue Recognition)

g) Equipment

Equipment is carried at cost. Depreciation is provided for in amounts sufficient to relate
the cost of depreciable assets to operations over their estimated service lives of five

years.

h) Accounts Payable

The account balances represent the amount payable to two shareholders (see Note 3:
Related Party Transactions), audit fee and other accrued expenses. ’



i) Income Taxes
Since for United State tax purposes, a Limited Liability Corporation (LLC) is treated as
a partnership, therefore, the income tax of the Company is the obligation of the

individual principal, and is not included in the accompanying financial statements.

j} Use of Estimates

In preparing financial statements in conformity with generally accepted accounting
principles, management is required to make estimates and assumption that affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements and revenues and expenses during the
reporting period. Actual results could differ from those estimates.

k) Going Concern

The Company has been continuing recorded a net operating loss of $35,290 for the
current year and $15,582 for the prior year ended December 31, 2002. If this situation
continues, it may affect the Company’s ability to continue its business operations as a
going concern. Despite that the management has indicated its confidence to continue its
opérations by attracting new business, the Company’s operations is dependent on the
continuing cash inflows from new business, and/or capital commitment from its
existing shareholders.

NOTE 2 — NET CAPITAL REQUIREMENT

- The Company is subject to the net capital rule (Rule 15¢3-1) of the Securities and

Exchange Commission. This rule prohibits the Company from engaging in any
securities transaction at a time when its “aggregate indebtedness” exceeds eight times
its “net capital” as those terms are defined by the rule. At December 31, 2003, the
Company’s net capital and required net capital were $18,571 and $5,000, respectively,
and its ratio of aggregate indebtedness to net capital was 0.766 to 1. At December 31,
2002, the Company’s net capital was $8,382 and $5,000 respectively, and its ratio of
aggregate indebtedness to net capital was 2.591 and 1.
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STONEBRIDGE SECURITIES LLC
(fk.a. Base Capital Securities LLC)

Schedule 1

COMPUTATION OF NET CAPITAL UNDER RULE ]5¢3-1

December 31, 2003

Aggregate indebtedness
Net Capital
Total members' equity
Adjustments to net capital
pursuant to Rule 15¢3-1:
Accounts receivable
Equipment, net of accumulated depreciation of $7,826
Net capital before hairchfs on securities (tentative net capital)
Haircut on equity securities
NET CAPITAL
Minimum net capital requirement

Excess net capital over minimum requirement

Ratio of aggregate indebtedness to net capital

10

$ 14,220

$ 28,110

(4,000)

(2,615)

(6,615)

21,495
(2,924)

18,571

5,000

S 13511



LORAL INTERNATIONAL CPA & ADVISOR, L.L.C.
MEMBER OF THE AMERICAN SEC PRACTICE SECTION

Main Address: 234 Hudson Ave., #2882 Albany, New York 12210
Telephone: (518) 472-1789 Fax: (518) 472-1544

Report of Independent Certified Public Accountants on
Internal Control Structure Required by Rule 17a-5
Of the Securities and Exchange Commission

To the Members
Stonebridge Securities LLC (f.k.a. Base Capital Securities LLC)

In planning and performing our audit of the financial statements of Stonebridge
Securities LLC (f.k.a Base Capital Securities, LLC) for the period ended December
31, 2003, we have téken into consideration the Company’s internal control structure,
including procedures for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements. The
audit is not designed to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exéhange Commission
(SEC), we have made a study of the practices and procedures followed by the
Company, including tests of such practices and procedures that we considered
relevant to the objectives stated in rule 17a-5(g). We also make the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and
for determining compliance with the exempt provisions of Rule 15¢3-3. Because the
Company does not carry security accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and
procedures followed by the Company: (1) in making quarterly securities examinations,
counts, verifications, and comparisons, or (2) recordation of differences required by
rule 17a-13 complying with requirements for prompt payment for securities under
Section 8(b) of Regulation T of the Board of Governors of the Federal Reserve
System.

The management of the Company is responsible for establishing and maintaining an -
internal control structure and the practices and procedures referred to in the preceding

11



paragraph. In fulfilling this responsibility, estimates and judgments by management
are required to assess the expected benefits and related costs of internal control
structure policies and procedure and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of

“an internal control structure and the practices and procedures are to provide
~ management with reasonable, but not absolute, assurance that assets for which the

Company has responsibility are safeguarded against loss from unauthorized used or
disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities may occur and not be detected.
Also, projections of any evaluation of them to future periods is subject to the risk that
they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our audit would not necessarily disclose ail matters in the internal control structure
that might be considered as material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a
condition in which the design or operation of the specific internal control structure
elements does not reduce to a relatively low level the risk that errors or irregularities
in amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we are not aware of any

" matter involving the internal control structure that we consider to be material

weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to
in the second péragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives,
in all material respects, indicate a material inadequacy for such purposes. Based on
this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2003 to meet the SEC’s objectives.

12
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This report is intended solely for the use of the Members, management, the SEC, the
National Association of Securities Dealers and other regulatory agencies which rely
on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of
registered brokers and dealers, and should not be used for any other purpose.

Toral oot p Il 6=

Loral International CPA & Advisor, LLC
Albany, New York
February 28, 2004
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